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PURPOSE

To define a method of rating the quality and performance of our subcontractors.  This procedure requires the evaluation of quality, delivery, pricing and responsiveness for each supplier. This procedure involves the Purchasing, Quality Assurance and Shipping & Receiving departments.

PROCEDURE

The format for reporting the required bi-monthly performance data is outlined for each individual subcontractor on their Supplier Performance Rating report.  The categories in which documentation shall exist are quality, delivery, pricing, and responsiveness.  Details of these categories are outlined below:

Quality

A subcontractor’s quality rating is based on their Parts Per Million (PPM) Score.  This is measured by comparing the quantity received versus the quantity rejected.  Our acceptance criteria is zero defects.  Line accumulations may also be used in calculations and may be reported in full accumulated quantities.

All rejected quantities will be calculated as follows:

Calculation for Monthly PPM Score

Monthly Total of all Defective Product  / Total of all Product Received for the Month  X  1,000,000  =  PPM

Calculation For Sample Percentage of Non-Conforming Product
Defective Sample Quantity  /  Sample Quantity Inspected  X  100  =  Estimated Percent Defective

Total Quantity Received  X  Estimated Percent Defective  =  Total Estimated Nonconforming Quantity

The following procedures will be utilized to assist in calculating a subcontractor’s Sample Percentage of Non-conforming product and/or PPM Score for their monthly Supplier Performance Rating:

1.
Any product which is found to be defective will be reported based upon the percent of the sample size found to be non-conforming, using the calculation noted above.  This data will afterwards be used to calculate that subcontractor’s monthly PPM Score.  The following steps and deviations will be observed during these types of circumstances:

a)
When defects are found the responsible subcontractor will be notified and is expected to visit the receiving plant to sort the suspect product.  The subcontractor’s representative must complete the appropriate form(s) noting the total quantity of product found to be defective.  If this form(s) is not completed, the defective quantity will be calculated as described below in section b).

b)  If the responsible subcontractor cannot go to the receiving plant to sort, the suspect product will be returned (at the subcontractor’s expense) and the percent found defective in the receiving sample will be applied and reported on the Suppliers Monthly Rating.
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c)
If suspect product is needed for immediate shipment and there is not enough time for the subcontractor to come and sort OR for the product to be returned to the subcontractor so that they can sort, the product will be sorted by the receiving plant.

During this circumstance the actual total quantity found to be defective will be applied to the subcontractor’s monthly Performance Rating report, not the percent of the sample size used to calculate the non-conforming product.  The subcontractor will be notified of the situation as soon as possible.  Sorting charges may be charged to the responsible subcontractor.

2.
If the subcontractor notifies the receiving plant of a potential problem with their product prior to the receiving plant rejecting the product or a customer complaint, the product will be returned to the subcontractor (at the subcontractor’s expense) or the subcontractor will come in to sort.

In an effort to encourage our subcontractors to report such issues to the receiving plant before it becomes a quality concern, we will not penalize any subcontractor during this type of scenario for product found to be defective IF the subcontractor replaces the product in question before the product is required for use and the subcontractor either comes to sort the product in question or the product is returned to the subcontractor to be sorted.

Delivery

Orders delivered or released as scheduled will be classified as conforming to delivery requirements.  All subcontractors are required to meet our 100% on time delivery performance standards.

Delivery performance will be calculated as follows:

Calculation for On Time Delivery
Actual Quantity Delivered  /  Quantity Required to Arrive  X  100  =  On Time Delivery Percentage

Any increases, for which normal lead times are not provide, will not be included in the subcontractor’s delivery rating score, although the supplying plant must take all necessary actions to supply the product as requested.

Records of premium freight from all subcontractors are maintained and documented on the monthly delivery summaries.

Pricing

This category evaluates subcontrcators with respect to the price of the product we purchase.  This is measured based on cost restraint, reduction, and/or the avoidance of price increases.  All subcontractors will be strongly encouraged to reduce or maintain current prices.  Inter-company plants will always receive a full rating for this particular category.  A list of inter-company plants is identified on our Approved Suppliers list.
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Responsiveness

This category includes a subcontractor’s overall performance in such areas as engineering support, quick response to problems (e.g. quality issues, delivery, etc.) and completion of Corrective Action Report(s), scrap reduction and general customer support.  Any Corrective Action Report that is outstanding for more than 30 days, from the date it was issued, is considered to be late (unless a prior agreement has been arranged with the plant that issued the CAR) and will be rated accordingly.

Rating Procedure & Methods

The Quality Assurance and Purchasing Departments will review all data to ensure that it accurately reflects each subcontractor's performance rating.  Adjustments may be necessary from time to time based on situations beyond the subcontractor's control or in cases where further investigation revealed inaccurate data was reported or inputted into our system.

Each subcontractor will be evaluated bi-monthly in accordance with the four criteria described above and will receive a rating in each category.  The Quality section is worth 35% of the total, Delivery 30%, Pricing 25% and Responsiveness 10%.

Performance Ratings Standard

Once each subcontractor’s bi-monthly total is calculated they will be benchmarked as follows:
100 % - 96 %
EXCELLENT

81 % - 95 %
GOOD
-
Strive to improve.

65 % - 80 %
FAIR
-
Action plan on how to improve is required.

BELOW  65 %
POOR
-
Review root cause in detail, develop a corrective action program and/or investigate alternatives in changing suppliers

Documentation
Copies of each subcontractor’s Supplier Performance Rating report are distributed to each subcontractor that has delivered parts or services, for that rating period, by each facility.  Subcontractor rating documents are maintained by at each corresponding facility, in accordance to procedure PR-QA-004 (Quality and Environmental Records).

Associated Documents

- Corrective and Preventative Action
PR-QA-005

- Quality Records
PR-QA-004

- Supplier Performance Rating report
FOPUR06.2

- Approved Supplier List
FOPUR01
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